














Lloyds Bank Limited 


MONTHLY REVIEW 
AUGUST 1931 




















Lloyds Bank Limited 





AUTHORISED CAPITAL 


ISSUED CAPITAL 


PAID-UP CAPITAL 
RESERVE FUND .. 


DEPOSITS, &c. (30th June, 1931) ..  .. 


£74,000,000 
£73,302,076 
£15,810,252 
£10,000,000 
£348,854,292 


Head Office: 71, LOMBARD STREET, LONDON, E.C.3 





DIRECTORS 


J. W. BEAUMONT PEASE, Chairman 


SIR AUSTIN E. HARRIS, K.B.E., Deputy Chairman 


J. HL ye 

The Rt. Hon. ID BARNBY, 
CM.G., Cae MVO. 

CHARLES E. BARNETT 

HENRY BELL 

Capt. C. E. BENSON, D.S.O. 

ROBERT K. BLAIR 


SIR W. GUY GRANET, G.B.E. 


F. A. BEANE 


A. DAVIDSON 


W. G. JOHNS, DS.O. 


GEORGE A. HARVEY 
SIR H. H. A. HOARE, Br. 
The Be Ben, Se Rome 
HORNE, G. —" 


The Rt. Hon. LORD 
INVERFORTH, P.C. 


HERBERT J. W. JERVIS 

CHARLES KER, LL.D. 

SIR H, SEYMOUR KING, 
K.C.LE. 


CYRIL E. LLOYD 
Lt.-Col. R. K. MORCOM, C.B.E. 


SIR ALEXANDER R. 
MURRAY, C.B.E. 


Chief General Managers 


Joint General Managers 
R. A. WILSON 


S. PARKES 


WILLIAM W. PAINE 

ALWYN PARKER, C.B., CM.G. 
ARTHUR E. PATTINSON 
SAMUEL SAMUEL, D.L., M.P. 


The Rt. Hon. The EARL OF 
eee BG PC, 


HERMAN B. SIM 

SIR EDWIN F, STOCKTON 

The Rt. Hon. LORD WEIR 
OF EASTWOOD, P.C., 


EVAN WILLIAMS, D.L. 


G. F. ABELL 


S. P. CHERRINGTON 




















TABLE OF CONTENTS 


Tue Crisis 
Tre BANK FoR INTERNATIONAL SETTLEMENTS 


Tue British RE-ADJUSTMENT PROBLEM 
By W. L. Hichens 


FINANCE AND INDUSTRY— 
(10) Bills of Exchange (c) 


NorTEs OF THE MontTH 
Home Reports ee oe 
Dominion REPORTS .. 
FoREIGN REPORTS 


STATISTICS 


PAGE 


% 


ie ae 


335 
336 








Lloyds Bank Limited 
Monthly Review 


New Series—Vol. 2 August, 1931 No. 18 








The Crisis 


HE London Conference however valuable its conclusions 

may have been as a palliative,did not or was not able to 

direct a penetrating gaze into the centre of the trouble. 
To preach vicarious effort and to exhort financial institutions 
to continue short term credits to Germany, while averting an 
immediate collapse, has not set the financial and industrial 
activity of Germany going again, and Germany is still living 
from hand to mouth. 

The problem is fundamentally political—it is worse than 
useless to shut our eyes to this obtrusive fact. The economic 
malaise of Europe has its roots in bewilderment and anxiety, 
in haunting suspicion and nervous scrutiny of the future. It 
may be ascribed to the lamentable failure to produce what 
Mr. Gladstone, in a memorandum prepared in 1869 for Her 
Majesty Queen Victoria, described as “‘ marked development 
or maturing of a common, or public, or European opinion, as 
the best standing bulwark against wrong.” 

Some of the grievances of the Central Powers are probably 
unsubstantial, but we cannot reach a settlement of good sense 
unless the political and economic facts are examined with 
amplitude of grasp and placid severity. Great Britain and 
France and the United States cannot afford to contemplate 
financial and political chaos in Germany, but no remedy will 
deal with causes as distinct from symptoms, if it does not take 
account of the European need of political security which is 
fundamental. What is really required is diplomacy in the 
highest sense of the word, the perspicuous conduct of those 
great negotiations, political and economic, on which the welfare 
of nations depends. It is only by such means that enduring 
peace for Europe can be procured, but they imply the essentials 
of adequate preparation, of larger deliberation and a true sense 
of values. 

Of one thing we may be certain, the policy of political 
shifts and financial expedients is allowing trivial questions to 
become serious and serious cust t Wenneie dangerous. 
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The Bank for International Settlements 





T is pertinent to emphasize the importance of the part 
layed during the past anxious weeks by the Bank for 
ternational Settlements at Basle, for it is no exaggeration 

to say that on several occasions the existence of that insti- 
tution saved Central Europe from immediate disaster. It is 
the more necessary to pay this tribute to the B.I.S.—as the 
International Bank is commonly called—for there is a dis- 
position on the Continent to assume that once reparations 
and debt payments are suspended, there is no further justifica- 
tion for the Bank’s existence. This view is based upon the 
belief that the Bank was founded as part of the Young Plan and 
that its main function is the collection and distribution of the 
Young annuities. In actual fact, the B.I.S. authorities regard 
this side of their work as being of a routine and relatively 
unimportant character. What they consider to be their more 
important duties are outlined below, together with the way in 
which the performance of these duties is assisting in the solution 
of the present crisis. 

One of the greatest services rendered by the B.LS. 
is that in case of need it provides a means of enabling the 
chief central banks of the world to take joint and immediate 
action. This was first illustrated by the Austrian banking 
troubles of the early summer. The initial difficulties of 
the Credit Anstalt coincided with the May meeting of the 
directors of the B.I.S., so that it chanced that representatives 
of the leading central banks were gathered together at Basle. 
In the old days international action of the kind required to 
assist the Austrian banking authorities could only have been 
achieved after months of intricate and laborious negotiations 
between the principal financial centres, and it might well have 
happened that by the time common action had been agreed 
upon, the disaster such action was intended to avert might 
already have occurred. On this occasion agreement could be 
and was reached at once, and help was made available within 
the space of a few days. 

It may be argued that on this occasion luck played a leading 
part, inasmuch as the monthly meeting of the directors of the 
B.I.S. happened to take place just at the right moment. This 
argument is true as far as it goes, but the episode has provided 
the Management of the Bank with a valuable precedent, and 
has shown them the way to deal with similar situations, when 
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aid upon an international scale may be required in the future. 
In other words, the whole process of judging the merits of each 
case, of deciding upon the exact assistance to be rendered, and 
of obtaining the co-operation of the world’s central banks has 
been reduced largely to a matter of routine, so much so that 
even if a meeting of the Board of the B.L.S. is not due to take 
place at once, little delay need occur. This was well illustrated 
a month later. The Hoover moratorium declaration of 
June 18th came at a moment when withdrawals of foreign funds 
from Germany had already strained the resources of the 
Reichsbank almost to their limit, and even though the initial 
effect of the declaration was to afford the Reichsbank a few days’ 
relief from the drain upon its gold and Devisen, there was 
urgent need of assistance from abroad if it was to avoid the 
alternative evils of drastic credit restriction, with its deadening 
effect upon trade and industry, or the abandonment of its 
normal 40 per cent reserve ratio with its implied threat of 
inflation. It was in these circumstances that the Reichsbank 
was, within the space of a few short days, granted a rediscount 
credit of $100,000,000 by the leading world central banks, 
acting with and through the B.I.S. Once more urgent help 
had been made available with far less delay than must have 
occurred before the foundation of the Bank. 

This introduces another important function of the B.1.S., 
namely, that it now serves as the channel through which such 
assistance is rendered. In the cases of both Austria and 
Germany referred to above, the credits granted by the Bank 
of England and other central banks were not granted direct 
but through the medium of the B.I.S. ; and it is noticeable that 
the initial French modification of Mr. Hoover’s original 
moratorium proposals provided for the use of the B.I.S. in a 
similar way. The advantages of this development are obvious. 
To begin with, help is given through one channel only and the 
whole operation is thereby simplified. More important still, 
it is less invidious for one central bank to obtain assistance from 
the B.I.S.—on whose board it is very likely represented—than 
from the central banks of other countries. 

Such was the character of the aid the B.I.S. was able to 
give to the Reichsbank in its first time of stress. It simplified 
and accelerated co-operation between the remaining central 
banks, so that aid could be given quickly, and no one who 
was present in Berlin over the critical week-end of June 21st 
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can doubt that this alone made the difference between survival 
and disaster. It provides all the machinery necessary for 
the mobilization of financial assistance upon a world-wide 
scale, and does so in such a way as to make that machinery 
instantly available in a manner which affects as little as possible 
the prestige of all those concerned. It is one thing for one 
central bank to ask help from another, but it is quite different 
when the aid invoked is that of the B.LS. 

As June was succeeded by July, and the Hoover declaration 
was beset by the inevitable delays, difficulties and doubts, the 
drain of foreign short money from Germany was renewed, and 
once more the position of the Reichsbank became almost 
desperate. The rediscount credit was used to the full, and 
all other resources at Germany’s disposal were thrown into the 
pool. Once more international banking action became urgently 
needed, and once more it became apparent that the B.LS. 
would have a leading part to play. It was in this atmosphere, 
and a time when the President of the Reichsbank was scouring 
Europe in search of aid, that on July 13th the ordinary monthly 
meeting of the B.I.S. Board took place. 

Events at Basle on that fateful day quickly made it clear 
that in face of a crisis of this magnitude even the powers of the 
B.L.S. were limited. They were limited in two ways. The 
first was that the scale of assistance needed had by then 
passed almost beyond the capabilities of the joint efforts 
of the central banks represented at the Board meeting of 
the B.L.S. This opinion was freely expressed at Basle, 
with the addition that it had become a matter for Govern- 
mental action; and the passing suggestion made in Paris 
a few days later of a long-term international loan of 
£100,000,000 to Germany, issued under suitable guarantees, 
confirms this view. The second limitation is that the B.LS. 
could only contribute to the solution of the German crisis, so 
long as it was of a purely banking character. Originally this 
was the case, for it arose from the rapid and continued with- 
drawal of short money lent to Germany by foreign financial 
interests ; and the magnitude of these withdrawals was such 
that Germany was no more able to endure them than can any 
bank endure a sustained run on it by its depositors. As matters 
turned out, however, the crisis was rapidly complicated by 
political considerations. This was probably inevitable, so soon 
as it began to involve joint international action, but inasmuch 
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as the B.I.S. can and will take no part in politics, it meant that 
the B.I.S. was alone unable to deal with the crisis. 

It had another consequence which became all too plain at 
Basle, as the Board meeting on July 13th dragged on from the 
morning to the afternoon and then until late in the evening. 
The Board of the B.I.S. consists of the Governors and/or other 
representatives of the world’s principal central banks. Now a 
central bank Governor is naturally disinclined to take or support 
any action at variance with the declared views of his Govern- 
ment, even though in fact as well as in theory he may be free 
to do so. Hence at a time when the various Governments 
concerned had still to agree upon a common course of action, 
it was not surprising that some delay should have occurred at 
the Basle meeting. Nor, in view of the inability and un- 
willingness of the B.1.S. to engage in matters of politics, is it 
to be wondered at that the only decision taken at Basle was to 
extend the rediscount credit arranged the previous month and 
to pledge the B.I.S. and the central banks represented there to 
take an appropriate share in any remedial measures agreed upon 
elsewhere. 

The B.1L.S. Board meeting broke up, and the scene shifted 
to Paris and London, while the Reichsba had to deal with a 
situation of imminent currency and credit collapse by means of 
emergency measures equivalent to a partial moratorium. These 
showed that at the cost of great inconvenience and hardship the 
German monetary system could just hold its ground, though 
even so there were many serious banking and commercial 
casualties. The B.I.S., however, still had a leading part to 
play » even july = the ‘London Conference, held in the week 

ginning July 2oth, for the moment took the matter out of 
the hands of bankers and into those of statesmen. The Con- 
ference recognized that the immediate need was for emergency 
measures designed to stave off the financial collapse of Germany, 
and to carry her over the following few weeks. Wider economic 
and political questions could well wait for a calmer and less 
pressing atmosphere. 

The London Conference, therefore, made three definite 
recommendations, which are summarized below :— 


(1) That the Reichsbank credit of $100,000,000 should be renewed on maturity 
for a further three months. 

(2) That concerted measures should be taken by the financial institutions in 
the different countries with a view to maintaining the volume of the credits they 
had already extended to Germany. 
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(3) That the B.LS. should at once set up a committee of representatives nomin- 
ated by the Governors of the central banks interested to inquire into the further 
credit needs of Germany and into the possibilities of converting a portion of the 
short-term credits into long-term credits. 

Thus once more the B.1I.S. was charged with the duty of 
executive action, and through its President the B.I.S. at once 
undertook to play its part in implementing the London Con- 
ference’s recommendations. Here the story must be left for 
the present, and it only remains to point out that the solution of 
the crisis will only free the B.I.S. for other and more normal 
labours, for the past few weeks have made it clear that the 
B.I.S. is slowly developing into a central instrument for the 
elaboration and execution of world financial policy. 





*.* It is og to publish from time to time in Lloyds 
Bank Monthly Review signed articles by economists of 
standing, affording opportunities to exponents of different 
theories to state their case. The Bank is not necessarily in 
agreement with the views expressed in such signed articles. 


The British Re-adjustment Problem 
By W. L. Hichens 


FEW years ago thoughtful critics complained that the 
public was not alive to the economic crisis through which 
the country was passing. It was the fashion then to 

urge everybody to be optimistic. After-dinner orators and 
chairmen of big companies, in their annual reviews to share- 
holders, indulged their imaginations by depicting in glowing 
colours the roseate hues of the glorious dawn that would soon 
bathe this country in the sunshine of renewed prosperity ; and 
anyone who suggested that the unsettled weather would 
continue was branded as a pessimist and even as a traitor who, 
by holding the wrong thought, was strengthening the grip of 
mortal error. 

But those days of optimism are gone. We no longer say 
that every day in every way things are getting better and 
better. We confess frankly to one another that trade is about 
as bad as it can be and that we can see no signs of an improve- 
ment in the near future. But we still adopt too much the 
attitude of a watcher of the skies ; we expect salvation to come 
from the east or from the west but never from within. And 














309 


yet it is certain that we must act promptly and courageously if 
we are to avoid sinking still further into the mire. Familiarity 
with the prolonged depression has bred apathy ; it has dulled 
our imaginations and we do not realize how far we have 
wandered down the road that leads to economic disaster. Nor 
are we prepared, at present, to face the sacrifices which are 
necessary for recovery. And yet the longer we wait the greater 
must those sacrifices be. 

In its main outlines the nature of the problem is not in 
dispute. At the end of the war all the belligerent countries of 
Europe were left in a state of great financial exhaustion. In 
most cases events were too strong for them, and they were 
forced to continue the policy of inflation which the war had 
begun. The results are well known. In Germany the 
enormous public debt and all fixed interest securities were 

actically — out. In France they were written down by 
our-fifths. e method was ruthless but effective. The 
rentier class suffered harshly but the industrialist benefited. In 
consequence the productive capacity of these countries recovered 
rapidly and they were enabled to secure an increasing share of 
the world’s trade. From 1926 onwards they enjoyed a period of 
trade prosperity until the world depression of 1930 caught 
them in its toils. 

In England, on the other hand, the financial crisis at the 
end of the war was not so acute. We were not carried away 
by the force of the current but were able to choose our own 
course. We chose the way, not of inflation, but of deflation. 
Doubtless it was the most honourable and the most statesman- 
like course to adopt provided it was carried out consistently. 
But it was not enough merely to restore the gold standard ; in 
order that deflation should be a reality two other things were 
necessary. One was to secure a drastic reduction of the 
national debt and of public expenditure, the other to brin 
down industrial costs to a level which was competitive wi 
that of our inflationist rivals. These two essential points, 
however, have been consistently ignored by successive Govern- 
ments who have done nothing to restore the real solvency of 
the country. Instead of rigid economy there has been an orgy 
of public expenditure which is without parallel in times of 
peace. The national debt, which in 1914 was only £661,473,000, 
rose, as a result of the war, to the staggerin e of 
£7,878,607,000 in 1920. Clearly drastic steps d have 
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been taken to reduce it while inflation lasted. But whereas 
other countries have practically wiped out their public debts— 
both national and local—by a debasement of the currency, or 
have reduced them to trifling proportions, we have been content 
to throw the burden on posterity—which has no vote. In the 
last 10 years the national debt has only been reduced by about 
£400,000,000, which is considerably less than the sum realized 
by the Disposals Board in respect of the sale of war stores 
and other properties. Meanwhile the debts of local authorities 
are increasing yearly by leaps and bounds and are double the 
pre-war figure. When account is taken of the heavy fall in 
prices since 1920 it becomes obvious that the real burden of 
our national indebtedness is far heavier than it was at the end 
of the war, and that our national credit cannot indefinitely 
stand the strain of such flagrant maladministration. The same 
tale of reckless extravagance is disclosed by the annual 
expenditure of the Budget. Successive Chancellors of the 
Exchequer vie with each other in their attempts to square the 
national account by financial dodges which all who care about 
the good name of British finance must deplore. Statesmen of 
all parties preach economy but practise extravagance, with the 
result that 13 years after the war we are still taxed on a war 
scale. And yet, even so, we are faced with a heavy deficit this 
year and with the prospect of a further addition to the burden 
of taxation. Clearly the policy of deflation has not been 
carried out so far as our national finances are concerned ; we 
have preached one thing and practised another and it will not 
be long before we are forced to abandon the réle of Mr. Facing 
Both Ways. 

That, then, is one part of the picture : the other deals with 
the industrial problem and there is a close connection between 
the two. Ever since the post-war industrial boom came to an 
end in the autumn of 1920 we have been suffering from a trade 
depression which is of unparalleled length and in its later 
stages of unprecedented intensity. Other nations as well as 
ourselves suffered from the 1920 depression, but whereas they 
recovered and enjoyed a period of prosperity from 1925 to 
1929, our basic industries were depressed throughout the whole 
period. It is this special depression which is of peculiar 
significance from our point of view. 

How is it that we failed to share in the recovery which the 
rest of the world enjoyed between 1925 and 1929, and went 
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steadily downhill all the time? The answer is that whereas 
other nations maintained or increased their share of the world’s 
expanding export trade during this period, our share persistently 
dwindled. The facts are set out with admirable lucidity by 
Mr. Loveday in his valuable book, “ Britain and World Trade,” 
and their significance is painfully clear. It is sometimes 
supposed that, as a result of economic nationalism and the 
fever of industrialism which has attacked all nations, the 
export trade of the world as a whole has decreased. In reality, 
however, it has increased. In 1925, by which time the world 
had largely recovered from the aftermath of the war, the 
world export trade was 8 per cent above that of 1913. During 
the next three years it increased rapidly by about 4} per cent 
per annum. In fact, the pace was too hot, and this led to the 
collapse of 1930. But, whilst the export trade of the world as 
a whole increased, our share of it has steadily decreased. In 
1913 our share of the world export trade was 13-9 per cent; 
in 1925 it had fallen to 12-2 per cent and it has declined steadily 
each year since then. In 192g it was 11°2 per cent and in 
1930 10°86. In other words, since 1913 our share of the 
world export trade has fallen by over 20 per cent, which is a 
matter of the gravest significance. How is it that we have 
failed to hold our own, and have receded at such an alarming 
pace? Here again the answer is not seriously disputed. It is 
generally agreed that the cause is the rigidity of our industrial 
structure ; that we are lacking in the elasticity and adaptability 
which are essential to world trade under modern conditions. 
But when one asks what is meant by “ the rigidity of our 
industrial structure” there is less agreement. Some people 
explain it as the failure of the entrepreneur to read aright and 
cater for the requirements of the modern world. As the world 
grows richer—and there is no doubt that the wealth per head 
was considerably greater in 1929 than in 1913—the free 
spending power of its inhabitants increases rapidly. The very 
poor have but little choice ; it is easy to foresee and cater for 
their requirements. But once the subsistence level is passed 
the element of choice plays an increasingly important part and 
the function of the entrepreneur becomes correspondingly more 
difficult. The contention is that our entrepreneurs have 
lacked op mp and have failed to anticipate and meet the 
needs of the modern world. In support of this it is pointed 
out that we have failed to secure a fair proportion of the newer 
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luxury trades. Our share, for example, of the world export 
trade in motors, aeroplanes, wireless apparatus, artificial silk 
is miserably inadequate. The fact, unfortunately, cannot be 
disputed, but the explanation is certainly open to question. 
I do not believe our failure is due to lack of enterprise or skill, 
or to bad salesmanship. We make all the things that other 
— make and our products are at least equal to theirs. 

e real explanation is that our costs, and therefore our 
— are higher than those of our rivals, and, other things 

ing equal, this is an obstacle which even the most expert 
salesman can rarely overcome. Why is it, then, that our costs 
and our prices are too high? For it will hardly be disputed, 
I think, that they are too high. For example, in a striking 
pamphlet issued last November by the Engineering and Allied 
Employers National Federation and entitled “ Realities and 
Problems,” the statement is made in reference to foreign 
competition that “‘ the main fact over the whole range of 
British industry is that costs of production are too high to 
enable products to be sold. In engineering, foreign prices are 
from 24 per cent to 40 per cent below British according to 
the kind of goods produced.” It would be easy to quote similar 
evidence in respect of every exporting industry, but the facts 
are too well known to need repetition. 

There are, I think, two outstanding causes for our high 
costs, both of which must be faced and overcome if we are to 
stop the dégringolade of our foreign trade. One is that we 
have failed to adapt our industrial equipment to modern 
conditions, and this is undoubtedly a form of rigidity of 
industrial structure which is partly responsible for our loss of 
world trade. 

An outstanding feature of all our basic industries is that 
their capacity is very largely in excess of any probable demand, 
and this is a difficulty we have had to contend with ever since 
1920. For example, our shipyards are capable of turning out 
3,000,000 tons of shipping a year ; but in 1929 and 1930, which 
were good years, the actual output was only 1,500,000 tons in 
each year. Since then the position has become steadily worse. 
During the last six months orders have been at the rate of 
— tons per annum, and during the last three they have 

en lower than for any recorded period since steel shipbuilding 
began. Undoubtedly the shipbuilding industry will revive 
some day but there is no reasonable probability that we shall 
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ever require more than 50 per cent of our existing capacity. 
The other basic industries show a similar excess of capacity. 
For instance, the British steel output for 1929 was a record in 
the history of the industry—viz., 9,654,000 tons—yet it was 
about 30 ! cent below our productive capacity. There is no 
sense in keeping a large number of redundant plants in cold 
storage on the off-chance that some day they may be required, 
for by that time they will be obsolete, if they are not already. 
But it is even more foolish and extravagant to maintain a 
wholly unnecessary number of plants in operation, some of 
them artificially bolstered up by price agreements among 
manufacturers, others slowly starving to death through the 
stress of fierce competition. The economies that might be 
made under any effective scheme of rationalization which 
established a reasonable correlation between capacity and 
demand, will prove on examination to be amazing, and the 
failure of the basic industries to solve this difficult problem is 
largely responsible for their high costs. Modern industrial 
conditions, so far as the basic industries are concerned, are 
fundamentally different from those prevailing a generation ago. 
The essential distinction is that productive capacity has over- 
taken consumption, and is likely to maintain its lead unless 
deliberate steps are taken to co-ordinate the two. The changed 
conditions require a different form of organization, and make 
it necessary that in these industries unrestricted competition 
should give place to combination and corporate action. 

The problem of rationalization, therefore, is of the first order 
of magnitude, and it is lamentable that so little should have 
been done to give effect to its principles. But rationalization 
will not by itself restore our competitive power, for other 
nations can rationalize as effectively as we can—indeed, many 
of them are at present a long way ahead of us. 

There is, as I have said, a second outstanding cause for 
our high costs which is even more unpleasant to face, and more 
difficult to overcome. I refer to the absence of elasticity in 
our wage system which accounts, to an important degree, for 
the rigidity of our industrial structure. Under the term 
“‘ wage system ”’ I include not only wage earners but salaried 
officials as well. I do not propose to discuss the many 
important consequences of this rigidity in our wage system for it 
would take me too far afield. Nor is it material to consider 
how it arose—how far the strength of trade union organizations, 
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political pressure, and the dole have prevented the adjustment 
of wages at the appropriate time to altered conditions. I am 
concerned here with one aspect only of this rigidity, namely, 
that as a result of it it has not been possible to adjust our 
wage rates so as to meet foreign competition. There is no 
doubt that our wages and salary rates are higher than those of 
our Continental rivals. Sometimes the difference does not 
appear to be very great; sometimes it is striking. But the 
cumulative effect is undoubtedly serious in all cases. The 
British steel industry, for example, is not merely prejudiced by 
the fact that wages in the French steel industry are lower. 
Lower wages in French subsidiary industries and services, such 
as the mining of iron ore, transportation, or the public services, 
are all tributaries and help to swell the stream of advantage 
that the French industry enjoys. The modern employer 
recognizes that it is to his interest, as well as to his credit, to 
pay as high a wage as is economically possible. He would 
gladly and even proudly pay a higher wage than his continental 
rivals if he could afford it. But supposing there is no economic 
justification for it he must either reduce his wages or slowly, 
but surely, lose his export trade. The economic justification 
for paying higher wages than our rivals is that we possess 
certain advantages in the industrial field which they do not. 
If, for instance, we possessed cheaper and better coal, or could 
claim a higher degree of industrial or technical skill, these 
advantages could translated into higher wages. At one 
time we enjoyed many advantages over our rivals which 
enabled us to pay higher wages and at the same time produce 
more cheaply than they. But with the growth of industrialism 
in Europe these advantages have largely disappeared, and 
owing to the rigidity of our wage system we have not been able 
to make those adjustments which are inevitable if we wish to 
retain even our present diminished share of the world’s trade. 
And it must be emphasized that it is not enough to reduce 
wages and salaries in the export trades only: there must be 
an all-round reduction in the sheltered trades and public 
services and professions as well. 

Let me summarize the situation which I have attempted 
to describe. The root cause of the special depression from 
which we have been suffering for the last 11 years is the persistent 
drop in our share of the world’s export trade. It has dropped 
because of the rigidity of our industrial structure. There are 
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two fundamental features of this rigidity. One is our failure 
to adapt our industrial equipment to modern conditions—to 
correlate capacity and demand; the other is the absence of 
elasticity in our wages system. Unless both these defects are 
tackled vigorously, unless our industrial costs are brought 
down to a level which is competitive with that of our foreign 
rivals, we shall have failed to make a reality of the policy of 
deflation and we shall be forced to travel along the alternative 
road of inflation. 

But the proposal to reduce wages and salaries all round 
is so unpopular that it has at present few advocates, and no 
political party has ventured to face it. The paramount 
importance of our export trade is not in dispute. e Balfour 
Committee on Industry and Trade, for example, are quite 
clear about it. They say that “ the only practicable means of 
ensuring a satisfactory volume of employment for the industrial 
population under satisfactory conditions is to secure and 
maintain a sufficient flow of exports to overseas markets, 
including under the term ‘exports’ not only material 
commodities, but also those immaterial services which are 
sometimes termed ‘ invisible exports.’’’ No one seriously 
advocates a policy of economic nationalism for this country. 

But can we secure and maintain a sufficient flow of exports 
in any other way than that which I have suggested ? Obviously 
every alternative avenue should be fully explored before a 
decision is reached. 

The objection is sometimes made that a reduction in 
wages and salaries here will only be met by corresponding 
reductions in other countries, with the result that the general 
standard of living of the working classes will be dragged 
down. The right course, it is suggested, is, not to reduce 
wages here, but to raise them in other countries where they 
are lower. No doubt this would be preferable if it were 
practicable. But at the present moment, so far from raising 
wages, other countries are actively engaged in reducing them, 
thus making the disparity greater than ever. The pace is 
being set for us and we must answer with a corresponding spurt 
or drop out of the race. I can see no immediate hope in this 
direction. 

Another loophole of escape is suggested by the Labour 
Party and the Liberals, who believe that salvation lies in the 
reorganization of industry and a lavish public expenditure. 
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I have already emphasized the necessity for the reorganization 
of industry but I have shown that by itself that is not sufficient. 
It must be accompanied by a general reduction in wages and 
salaries. I have pon pointed out that the national expenditure 
and the public debt are already swollen to dangerous proportions 
and that unless severe retrenchment is practised it will be 
po emer to make good the policy of deflation which was 
deliberately adopted. 

The Conservative party also are opposed to a general 
reduction in wages and salaries. They think the situation can 
be met by drastic economies in public expenditure and by a 
tariff. It is not clear what is meant by drastic economies, and 
the previous record of the party is not very encouraging. 
Indeed, the promises of their leaders, which include a bounty 
on mos wheat and increased expenditure on the Navy 
and the Air Force, seem to point in the opposite direction. 
This suspicion is confirmed by the proposal for a general 
revenue tariff, which is partly advocated on the ground that 
new sources of revenue will be required to balance the Budget. 
Clearly the hopes of the party are centred mainly on their 
tariff proposals. These are of two kinds—a revenue tariff and 
a protective tariff in respect of certain industries. I do not 
propose to embark on a general discussion of this policy, and 
am merely concerned to consider whether it will have the 
effect of reducing the costs of our export industries to the level 
of those of our foreign competitors. Can we reasonably 
regard it as an effective substitute for a general reduction in 
wages and salaries as its authors appear to suggest ? 

It is clear that a revenue tariff will not directly tend to 
reduce production costs. Its effect will rather be to raise both 
costs and prices—in fact, it is advocated by many people on 
the ground that it will tend to raise prices and thus reduce 
real wages which, it is thought, are proof against any direct 
form of attack. Undoubtedly prices in the basic industries are 
too low in relation to costs and it would be a good thing if 
they could be raised, but our export industry will not benefit 
if prices are raised only at home and prices abroad remain 
unaffected. A mild dose of inflation at home can only help 
our export trade if it is accompanied by a devaluation of the 
currency. Indeed, I believe that will be the inevitable conse- 
quence of any attempt at managed inflation through a revenue 
tariff: but it is not part of the official programme. 
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It is difficult to see how a safeguarding or protective tariff 
will be any more effective in relaxing the rigidity of our 
industrial structure. Indeed, the probabilities are that it will 
tend to stabilize the existing defects and make the path of 
reform more difficult. Employers are unwilling enough as it 
is to face the unpleasant task of rationalization, and if they are 
assured that a tariff will give them the added volume of trade 
that they require to run their plants economically they will 
jump at the excuse to do nothing. Again, what hope is there 
of securing an all-round reduction in wages and salaries when 
eminent politicians proclaim that such a course will be quite 
unnecessary if protection is adopted? Although why England 
under Protection should be able to pay higher wages than her 
similarly protected neighbours is not explained. There is a 
grave risk that our rigidities will become more and more 
ossified until finally a drastic operation is inevitable. 

Is there any justification for thinking that a tariff will 
reduce costs in our export industries to the level of those of our 
continental rivals? Will it reduce them at all? Will it not 
perhaps even increase them ? 

The claim that Protection will reduce costs of manufacture 
and thus enable us to compete successfully in the export 
markets of the world is based on the argument that volume of 
output is essential under the modern conditions of intensive 
mechanization and that this is unobtainable at present because 
we are the dumping ground of foreign countries which have 
adopted protection. No one, of course, disputes the importance 
of securing that each productive unit is working at its fullest 
capacity. The costs of a highly-mechanized plant are greater 
than those of an old-fashioned one on a 50 per cent output ; 
it is only when production is raised to 80 per cent and higher 
that costs are reduced to a minimum ; so that a firm often earns 
the whole of its profits on the last 20 per cent of its output. 
What is in dispute is whether a tariff will give our export 
industries that extra volume of business which will enable our 
costs to come down to the level of the foreigner. Clearly a 
tariff will not help some of the biggest of our exporting 
industries. It will be of no advantage to our great mercantile 
marine, which is one of the most important assets that we 

, and which is one of the largest contributors to our 
invisible exports. Shipbuilding, again, stands to gain nothing, 
because there is no serious foreign competition for our home 
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markets. The same is true of the coal, the cotton, the railway 
carriage and wagon and the locomotive industries. If protec- 
tion is given to other industries it will be at the expense of 
these basic industries which are the mainstay of our export 
trade. If, for example, the steel industry is protected there are 
good grounds for expecting that home prices will be raised 
still further above those of our foreign competitors. It is 
argued that if the home steel industry were able to secure the 
orders for all the foreign steel that is imported into this country 
it would be able to reduce its costs to the level of its com- 
petitors. But the case is not so simple as that. If it were, the 
steel industry would cut its prices at once and thus secure the 
work, which it could always obtain at equal, or even at 
slightly higher yey But even with that additional tonnage 
our costs would still be higher than those of our foreign rivals 
because of the rigidity of our industrial structure to which 
I have referred. It is significant that the price of ships’ plates 
for British shipyards, practically the whole of which are 
supplied by, and indeed secured by a rebate system to British 
steel firms, is £2.a ton higher than that of foreign plates. The fact 
is that what the British steel industry most urgently needs is 
reform, not protection. At best Protection will only secure to 
it the home market at the expense of the great exportin 
industries—and in some cases the duty will have to be as high 
as 100 per cent to be effective. It will do nothing to improve 
our export trade in steel manufactures, which we are steadily 
losing to other countries enjoying a more elastic industrial 
structure. Protection might be the best policy to adopt if our 
objective was merely to become self-contained. But if the 
paramount aim of industrial statesmanship must be to 
encourage and develop our foreign trade, Protection will prove 
a Jack o’ Lantern: it will do nothing to counteract the root 
causes of our dwindling foreign trade but rather will tend to 
increase them. 

No one will deny that the economic crisis with which we 
are confronted is one of extreme gravity. It can only be 
overcome by courageous and drastic action. We have far too 
long been living in an atmosphere of self-deception and have 
failed to face the logical consequences of our own actions. 
We have preached deflation but our actions have belied our 
profession. The restoration of the gold standard was merely 
the external trappings of the policy ; the essential features of it 
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were to reduce the national debt, to cut down public expenditure 
and to bring down industrial costs to a competitive level, and 
we have failed lamentably in all these respects. Instead, we 
have put off the evil day until delay is no longer possible. 
The time has come when we must either face the painful 
realities of deflation or abandon ourselves to the tempestuous 
seas of inflation. Equilibrium must somehow be restored 
and if it is not achieved by the former method the latter 
becomes inevitable. Nothing would give a greater impetus 
to the basic industries, nothing would contribute more to 
restore confidence in British enterprise, both at home and 
abroad, than a frank and fearless} facing of the facts. But 
two things are essential. One is that whatever sacrifice is 
called for should press equally on all sections of the 
community: the other is that the programme of economic 
reconstruction should not be piecemeal in character but should 
be conceived on broad lines. Itis both unjust and useless to 
suggest a reduction in the wages and salaries of the big exporting 
industries because wages there are already low in comparison 
with the public services and the sheltered industries, and 
because the cumulative effect of an all-round reduction, which 
should be of the order of 10 per cent, is necessary if our export 
industries are to compete successfully against their continental 
rivals. Moreover, it is reasonable that some part of the burden 
involved in deflation should be borne by those who enjoy an 
income from investments. The income tax law already 
recognizes a distinction between earned and unearned income, 
and it would be possible to increase the distinction between the 
two so as to correspond broadly to the reductions imposed in 
respect of wages and salaries. Another feature of the pro- 
gramme must be that both the national expenditure and that 
of local authorities is drastically curtailed. Finally, the 
reorganization or rationalization of our great basic industries 
must be regarded as an essential part of any economic 
reconstruction programme. A programme of this character 
could not, probably, be carried through by any one party, but, 
as in Australia, the emergency is so serious that all parties 
should unite in carrying through a national programme. We 
talk a great deal about the Russian five-year plan, which is 
perhaps the most remarkable economic experiment that the 
world has ever seen. But we, too, need a five-year economic 
plan, not on the Russian model, but on the lines of a national 





320 


programme to restore order in our national and local finances 
and to revive our export industries so that we may not merely 
arrest the continuous decline of the last 18 years, but also 
regain part of what we have lost. It can be done and it is 
worth a great effort, for our future prosperity is at stake. The 
present world depression will pass away in time, and the march 
of material progress will be resumed. As the world grows 
richer its export trade, as past experience has shown, wi also 
increase and an ample share will be available for us if we 
choose to exert ourselves. 


Finance and Industry 
(10) Bills of Exchange (c). 
I is now opportune to consider the various ways in which 





bills of exchange come into existence, and it is 
convenient to begin with the huge mass of bills drawn 
against the purchase and sale of commodities. It should be 
made clear that every bill drawn at more than three days’ date 
or sight in England must be drawn upon specially stamped 
aper, bearing a revenue stamp at the rate of 1s. per £100. 
imilarly all bills drawn abroad must be stamped before they 
can be dealt with in England. The simplest case is that in 
which the seller draws his bill direct upon the buyer, presents 
the bill to the buyer for his acceptance, and retains the bill 
until maturity. is case, however, is far from common, for 
the reason that the seller does not obtain his money until the 
bill is paid upon its maturity. This misses one of the main 
purposes of the bill, which is to provide the seller with his 
money before the buyer has to pay the bill. 

In order to avoid this delay in the receipt of his money the 
seller usually requests his Bank to discount the bill. All bills 
discounted by a British banker for his customers are invariably 
retained by the banker in his portfolio until maturity. The 
banker credits his customer with the amount he pays for the bill, 
and ranks the bill among the item “ discounts ’’ which forms 
part of his assets. Upon maturity, he sends the bill to the bank 
at which the acceptor has declared it to be payable, and collects 
the proceeds in the usual way, the acceptor’s bank debiting his 
account with the sum so paid out. 

This procedure works admirably in cases where the drawer 
of a bill is known and trusted by the banker who discounts it, 
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though it must be remembered that no banker cares to take an 
indefinite number of bills bearing the same name. Risks must 
be spread, however remote they may be. Even so, the seller 
of the bill will not obtain so good a price as if the bill had on it 
the name of a leading bank or accepting house, whose stability 
was beyond question. Moreover, what of the case where both 
buyer and seller are located at opposite ends of the world, and 
are unknown to the London banker, and to those in the City 
of London whose business it is to deal in bills of exchange ? 
In such cases, their chances of discounting a bill carrying only 
their names will be very small indeed, simply because no one 
can tell what guarantee there is that the bill will be met. 

The problem reduces to this :—If the seller of the goods 
is to be able to discount his bill without difficulty, he must 
have it accepted by someone who is known and trusted in the 
centre where he wishes to discount it ; and if the buyer, on 
whom he draws the bill, does not fulfil these qualifications, he 
must as part of the bargain require the buyer to find someone, 
ence these qualifications, who will accept the bill on the 

uyer’s behalf. 

In London there is a special class of institutions known as 
Accepting Houses, who make it their business to accept bills 
on behalf of their clients on definite conditions and in return for 
a commission. Furthermore, bankers in London and other 
centres are ready to accept bills on behalf of their customers, 
on agreed terms and in return for a commission. 

Also, a banker is prepared to procure on behalf of his 
customers the acceptance to a bill drawn in a foreign centre, 
such acceptance being obtained by the bankers’ branch or agent 
in that foreign centre. 

When a banker agrees to accept bills on behalf of a customer, 
he is said to “ open a credit”’ in favour of that customer. 
Bankers’ credits take many and complex forms, for they have 
to meet all the exigencies of trade. 

To illustrate this, it is convenient to consider first the case 
of a trader in London who wishes to import goods from abroad. 
The exporter abroad has no great wish to be out of his money 
during the time the goods are en route to England ; in fact, he 
probably cannot afford to wait until the goods have reached 
their destination, and payment subsequently sent back to him. 
So, to obviate the delay, he writes to the British importer 
requesting him to arrange for payment, in whole or in part, to 
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be made to him abroad as soon as he, the exporter, has the 
goods ready for shipment. In order to meet the wishes of the 
seller, the importer in England then goes to his bank and asks 
them to arrange the matter with their agents abroad. Provided 
the bank are satisfied they may safely undertake the business, 
they will then advise their own branch abroad, their foreign 
agent direct, or, in some cases, the latter through his repre- 
sentative in London, that the credit has been established. e 
bank abroad then advise the beneficiary that a credit has been 
opened in his favour by a bank in London, and the shipper is 
then able, provided he carries out the terms of the credit, to 
obtain payment of his goods forthwith. 

This type of credit, of which obviously there are many 
variations, is the one popularly known as the “‘ Bankers’ Credit ”’ 
and it is in effect, an authorization by the importer to the 
exporter to draw upon a certain bank which, acting on the 
instructions of the importer in London, will accept the bills 
when they come forward, provided they are drawn in accordance 
with the terms of the credit. 

It will be observed that in this method of finance, a Letter 
of Credit is not actually sent to the exporter, but that he merely 
gets an advice from the bank abroad that they have been 
instructed to negotiate his bills drawn on such a bank in London. 

As already indicated, there are various types of Bankers’ 
Credits, and it is sometimes arranged between the importer and 
the exporter for an advice of the credit to be sent direct to the 
latter. In this way, the exporter is not confined to any one 
bank abroad for the negotiation of his bills drawn under the 
credit, but he may apply to almost any bank, who would on the 
strength of the Letter of Credit in his possession, be ready to 
negotiate bills drawn under a Letter of Credit issued by a 
well-known bank. 

Whichever method is adopted, the aim is always the same, 
namely, to enable the exporter to obtain payment for his goods 
without waiting for their arrival in England and thereafter the 
remittance of the proceeds abroad. 

The next case concerns goods exported from Great 
Britain to a foreign country. It is assumed that the exporter 
stipulates that payment should be made by bills drawn against 
a confirmed banker’s credit opened in London. In this case 
the mo yoy abroad applies to his own banker to have a credit 
opened for him in London. The importer’s banker does so 
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with his London agent, upon whom the British exporter draws 
his bills. These bills are accepted by the London agent of the 
foreign importer’s bank, and so can be discounted as bank bills 
in the London money market. 

All these examples relate to Confirmed Banker’s Credits. 
The essence of a Confirmed Credit is that so long as the parties 
concerned adhere to its terms, neither the Banker who grants it 
nor the customer can cancel it before the transaction to which 
it relates is complete or the period for which it has been granted 
has expired. There are, however, another class of credits known 
as “ Unconfirmed Credits,” which can be cancelled by the 
issuing banker, and the customer before their expiry. As un- 
confirmed credits can be cancelled at any time, they involve 
the exporter in considerable uncertainty, for he may take his 
bills to the bank for acceptance only to find that the credit has 
been cancelled ; or his bank may accept and negotiate the bills 
only to learn suddenly from the importer’s bank that the credit 
has been cancelled. From his point of view the most satis- 
factory form of unconfirmed credit is one bearing an undertaking 
by the bank granting it ‘‘ to honour all drafts negotiated prior 
to receipt by negotiating bank of notice of cancellation.” 

All these credits relate to one transaction or specified series 
of transactions, but a merchant very often arranges credits to 
cover continuous trade. Thus, he may have a credit opened 
for him on terms which will permit fresh bills to be drawn 
against it as fast as the old bills mature and are paid, always 
providing that the total value of the bills outstanding at any 
moment never exceeds the amount of the credit. This is one 
form of what is known as a “ Revolving Credit.” 

There are many special forms of credit, which are too 
numerous and complex to be included in a general description 
such as this: sufficient has been said, however, to make clear 
the essential point of a banker’s credit, which is really a means of 
enabling exporters to draw bills on well-known banks instead 
of upon their customers, who may be hardly known to them. 
The result is that the exporter obtains a bill which he can 
readily negotiate at once, and so international trade is financed, 
even though those directly concerned are only known to their 
own bankers and to no one else. 

It is in fact very common for trade between two overseas 
countries such as Germany and the United States to be financed 
by bills drawn against credits opened in London. These bills 
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are discounted in the London money market, and so London 
finances shipments of goods that never come near England at 
all. Everyone concerned benefits from this class of business, 
for the traders obtain their accommodation, the London bank 
obtains its commission on the credit, the London money market 
obtains its discount on the bills, and the British nation obtains a 
welcome addition to its income from abroad. The one essential 
is that the London money market should quote lower discount 
rates than other financial centres. When, as in recent months, 
London discount rates are relatively high, credits tend to be 
opened and bills drawn against them in other centres. Even 
so, London keeps a large part of this business, owing to her 
knowledge and experience of the best way to handle it. 


Notes of the Month 


The Money Market.—Apart from the customary ebb and 
flow of funds due to market borrowings from the Bank at the 
end of the half-year, the money market has been completely 
over-shadowed by the German financial crisis. In addition to 
London’s direct commitments in Germany, London acts as the 
channel through which funds are transferred from one centre 
to another and also normally has the use of substantial foreign 
sums, either lodged on deposit with London banks or invested 
in sterling bills of exchange. The crisis led banks and other 
financial interests in all centres to consolidate their resources in 
order to meet any emergency, and as a result they repatriated 
part of their London ds. This led to substantial gold 
withdrawals from London, amounting up to July 22nd to 
over £15,000,000. Money consequently became more stringent, 
and discount rates rose, until finally three months’ bills were 
quoted in the discount market at 2; per cent, or onl 
ts per cent below the bank rate then in force. On July 16 
no change in bank rate had been made. The serious gold with- 
drawals were then only just beginning, and the authorities were 
unwilling to take a step which might add to the tenseness of the 
international atmosphere, thereby prejudicing the London 
Conference due to meet the following week. Instead, the Bank 
attempted to check the rise in discount rates by substantial 
purchases of bills in the open market. By a week later the gold 
efflux and the rise in discount rates could no longer be ignored, 
especially as the London Conference was by then over, and 
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definite emergency measures had been proposed. Hence the 
Bank decided to apply its normal and traditional remedy, and 
raised its rate by a full point to 3} per cent on July 23rd. This 
had an immediate steadying effect upon the foreign exchange 
market, and also permitted the three months’ discount rate to 
rise to 3x4, per cent. The clearing banks raised their rate for 
short loans to the money market by only 4 per cent thereby 
bringing this rate to its normal margin of one point below 
bank rate. The fact that the Bank has dealt with a strained 
and abnormal situation in its normal manner is additional 
evidence of the calm manner in which London is facing the 
—— international emergency, and it is noticeable that by the 

ginning of the following week there were indications that 
these measures were proving efficacious and that the gold out- 
flow was being checked. 

The Foreign Exchanges.—The international situation has 
been the cause of wider fluctuations in the leading rates than 
have been experienced since the general restoration of the gold 
standard. e withdrawal of funds from Germany led to a 
steady weakening of the mark which reached its —— 
point on July 13th, when, on the closing of the Danatban 
and the threat of a general currency breakdown in Germany, 
exchange dealings were suspended in Germany, and all banks 
were closed by Government decree. Since then foreign 
exchange dealings have been subject to Government control, 
and mark quotations virtually nominal. The remaining leading 
exchanges, including those on New York, Paris, Brussels, 
Amsterdam and Zurich, moved sharply against London, owing 
to the repatriation of foreign funds normally held in London 
as described above. All these rates have lately stood well 
below the export gold point, and while New York has refrained 
from withdrawing gold, gold has freely flowed to other centres. 
Even the increase in bank rate on July 23rd did not immediately 
check the outflow, for over £5,000,000 was withdrawn the same 
afternoon and as much the following day. Fortunately, a few 
days later the rate of outflow was checked. The Paris Exchange 
rose to the gold point, and part of the gold shipments arranged 
to be made early the week following the increase in bank rate 
were cancelled. It must be emphasized that these adverse 
movements are solely due to the crisis. So soon as a solution 
is found and confidence generally restored, funds will return 
to London, and sterling will automatically recover. While, 
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however, the crisis persists, adverse movements and wide 
fluctuations must be expected. 

The Stock Exchange-—On the Stock Exchange prices of 
stocks and shares have been mainly influenced by the optimism 
or pessimism prevailing at the moment, as good or bad news 
was received from the Continent in connection with the 
German crisis. In these circumstances prices, if they cannot 
be called fictitious, at least can hardly be considered genuine, 
— as for the most part there has been very little 

usiness transacted. Following upon the Hoover proposal 
there was, of course, something in the nature of a mild boom 
with prices soaring everywhere, but before the public had 
even begun to join in, all the good that was likely to materialize 
from the President’s plan had been, at any rate for the time 
being, neutralized by the delays and difficulties that followed 
Mr. Hoover’s original declaration, and prices fell away all 
round. Thereafter the yy | has, on the whole, been 
downwards, with markets for the most part listless or de- 
— Foreign bonds and British Government Securities 

ave naturally been most active with price movements which 
have reflected the feeling of the moment, but after a period 
during which it looked as if calamity in Germany would 
hardly be averted they hardened up on the opening of the 
London Conference in a favourable and conciliatory atmosphere. 
The Bank rate increase a few days later, however, naturally 
had a depressing effect. Home Rails have been mainly 
idle to weak, oils dull and mines idle, while in the imdustrial 
section only those counters which are dealt in internationally 
have shown much activity and these, of course, have been 
subject to psychological influences. 

Overseas Trade.—After the small but satisfactory im- 
provement in the trade returns for May the substantial falling off 
in the figures for June, with two extra working days in the 
month, come as a considerable disappointment. Imports at 
£68-6 millions, it is true, are down by only just under a million 
pounds, but exports have unfortunately fallen by £4-°4 millions 
at £29°4 as against £33°8 millions, while as compared with 
the corresponding month of last year imports show a decrease of 
£14°7 and exports (excluding re-exports) one of £15-2 millions. 
For the six-monthly period, even when allowance is made for 
the substantial reduction in prices that has taken place 
amounting to nearly 20 per cent, the figures still show a 
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lamentable decline, imports having fallen by no less than £123-8 
and exports by £105-°6 millions, articles wholly or mainly 
manufactured | responsible for £88-2 millions of this 
latter amount, cotton and woollen goods and engineering in 
its various forms being the chief contributors to the fall. 











= Increase (+) 
Description. Jan.—June, Jan.—June, or 

1930. 193 Decrease (—) 
£ mill. £ mill. £ mill 
Total Imports ee ee ee ee 511-7 417-9 | —123-8 
Retained Imports ee ee ee oe 492-4 382-2 —110-2 
Raw Material, Imports ee oe ee 142-5 90-4 —_ 52-1 
Total Exports, British Goods ee ee 304-8 199-2 —105-6 
a See ** oe ee oe 24-0 17-2 _=> 6-8 
British ufactured Goods, Exports .. 238-6 150-4 — 88-2 
Re- rts ee ee ee ee oe 49-3 35-7 —_ 13-6 
Total oe oe *e ee oe 354-1 234-9 —119-2 
Visible rade Balance oe ee ee —187-6 —183-0 - 4-6 














Compared with the corresponding period of 1930 imports 
show a decline of 22-8 per cent and imports of raw materials one 
of 36-6 per cent, while exports of British manufactured goods 
are down 37 per cent as against a reduction of 33-6 per cent in 
total exports. 


Home Reports 


The Industrial Situation 


Trade remains very depressed, and with the approach of 
the holidays and the crisis on the Continent no early improve- 
ment can be anticipated. The June trade returns were dis- 
appointing, and the heavy industries in particular report an 

ost complete dearth of orders. The international crisis 
has had a very unsettling effect. Commodity and stock markets 
responded at once to the Hoover declaration, but the subsequent 
development of financial troubles in Germany caused a general 
set-back, notably in those industries such as the wool trade, 
which have close international connections and which were 
most directly concerned in the German failures. At the 
moment it is difficult to write with any certainty, beyond 
pointing out that a solution of the German crisis and a clearing 
of the international situation would have a pronounced effect 
for the good upon British trade. Even so, to maintain any such 
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improvement, much reconstruction work is needed at home, 
foremost among which is a radical overhauling of the national 
finances and a reduction of the burden of taxation. 


Agriculture 


England and Wales.—The weather during June was not 
so favourable to the corn crops and wheat, barley and oats were 
expected to yield slightly lower crops than usual. Haymaking 
was general at the end of June, and it is expected that the 
yield will be above average. The yield of early potatoes is 
normal and the quality good. Milk yields were normal and 
livestock were doing well, grass being abundant in the pastures. 

Scotland.—All classes of vegetation are in need of sunshine 
after the wet spell in July, but the crops generally, and grain 
in particular, are looking very well. In the markets grain has 
been quiet with prices steady, but with increased supplies 
potatoes are showing a drooping tendency. On the re-opening 
of the live-stock markets in Scotland all classes of stock were 
in demand at generally firmer prices. 


Coal 


The coal trade is still very dull all round. Though there 
is now no fear of a general stoppage at the mines, trouble has 
occurred in certain districts, and orders for export are still 
lacking. 

Hull.—The enquiry is meagre and despite curtailed out- 
puts most descriptions of fuel are obtainable at minimum prices. 

Newcastle-on-Tyne-—The market remains dull in every 
section. Best Durham bunkers and Northumberland large 
steams are in fair demand, but steam smalls, gas and coking 
coal are not selling readily. Many collieries are working only 
part-time. Foundry coke and gas coke business is moving 
slowly, the supply being in excess of the demand. 

Sheffield —The level of demand for coal and coke remains 
low. Industrial requirements are below normal, whilst exports 
have declined during the past month. 

Cardiff—The market is easy, with the exception of low 
volatile washed Pye: and pope so for best se ee 
types. Generally speaking escriptions are readily obtain 
able at the minimum prices. Small coals are still a drug in the 
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market and are being banked in large quantities. Official 
intimation has been received that the French coal import 
restrictions are to be based upon the arrivals for the three 
years ending 1930, and imports are to be 20 per cent less than 
the average for the three years. This percentage applies to the 
total imports into France, but it does not follow that the 
limitation of supplies from South Wales will be equal to one- 
fifth of the average imports for the past three years, and it is 
generally felt that the new regulation will affect Continental 
coals more than British coals. 


Newport.—There is a slight improvement in the export 
figures for this month as compared with last, but a considerable 
decline as compared with 1930. Patent fuel shipments are 
suspended owing to the closing of the works. 


Swansea.—The coal trade is, for the moment, affected by 
the financial trouble on the Continent, and buyers, owing to the 
uncertainty, are holding off. There is also severe competition 
in the anthracite market in France and Italy with Russian 
coal. There is some sale for the best quality anthracite. The 
steam coal trade of the district continues dull, while the patent 
fuel industry is in much the same position. 


East of Scotland—In Fife more than half the miners are 
idle, the only pits that are working full time being those pro- 
ducing navigation coal. This class of coal is also in good 
demand in the Lothians, and on both sides of the Forth washed 
fuels and steams are in rather better request. 


Glasgow.—Owing to the wages dispute and the possibility 
of a strike of miners, business in the Scottish coal market came 
to a standstill well in advance of the July holidays, which began 
in Fife and Lanarkshire, the principal areas of production, on 
the 17th of the month, and, according to arrangements, were 
to conclude on 27th. Before the stoppage of work began 
negotiations for a settlement of the dispute had reached a 
critical stage, and at the time of writing this report a committee 
representative of the collieries and the miners were endeavouring 
to solve the difficulties. 


Iron and Steel 


The outlook was more hopeful early in the month owing 
to the expectation that a return of confidence would result from 
the Hoover proposals. The delay in putting the proposals 
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into execution, however, has destroyed any optimism that was 
apparent and markets are again dull. 

Birmingham.—The iron market is apathetic, and buyers 
have no confidence in current values. Galvanized sheet 
makers are now getting more overseas orders, but are still 
working below capacity. 

Sheffield ——The situation remains the same. The pro- 
duction of open-hearth steel continues at an exceedingly low 
level and manufacturers find it increasingly difficult to find a 
market for the restricted output of the small number of furnaces 
in active operation. 

Newport.—Both imports and exports have declined once 
more and many of the works are closed or on short time. 

Swansea.—There is a falling off in the importation of 
foreign bars into the Swansea district, despite the low figure at 
which they have been offered. The outlook of the galvanized 
sheet trade is still somewhat obscure, but the last few weeks 
has shown a slight improvement in demand. The tinplate 
trade is operating 65 per cent of its mills and business is keen 
at cut prices. 

Glasgow.—Operations at the iron and steel works in the 
West of Scotland ceased on July 17th for the annual holidays, 
which were to be of a prolonged character owing to the general 
trade depression and scarcity of orders. It was the intention 
of manufacturers, as a rule, not to resume production until 
August 3rd in order to permit of an accumulation of specifica- 
tions, and it was understood that only in a few cases would 
makers re-open their works earlier. 


Engineering 

Birmingham.—Trade is dull in both the heavy engineering 
and motor sections. 

Coventry.—The motor car trade remains very quiet, and 
manufacturers are turning their attention to next season’s 
programme, and markets abroad. The motor cycle trade is 


extremely dull, but the poy te ame trade is keeping up well, and 
is reported to be somewhat better than last year. e electrical 





engineering trade continues to be active. 


Luton.—Motor manufacturers report a falling off in the 
demand for cars. The light lorry trade is fairly good but heavy 
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lorries are poor, though a recovery is expected. A slight 
improvement is reported in the iron foundries. 


Sheffield—Apart from one or two exceptions where firms 
are engaged on speciality lines, the general engineering trade is 
flat and not working at more than 60 per cent capacity. Business 
in tools continues on a meagre level and the export trade is flat. 


Belfast.—The shipbuilding industry is still very depressed 
though no opportunity is being lost to secure further work for 
the port. ere is a fair amount of repair work in hand. 


Glasgow.—The marine engineering works in the West of 
Scotland were closed for holidays during much of July, and 
output was of course adversely affected to some extent. Few 
orders were received by firms engaged in this branch of 
engineering owing to the depression in the shipbuilding 
industry, and the outlook appears to be no better. 


Cotton 


Liverpool.—The market has been completely overshadowed 
during the past — by the international economic and 
political situation. ullish sentiment engendered by 
President Hoover’s Ponce has faded away and prices have 
re-acted to the level of a month ago, practically all the advance 
having been lost. The generally favourable crop news would 
appear to preclude any sustained rise in prices and the tone of 
the market is distinctly easy. The demand for the raw material 
continues quiet, there being little improvement in turnover. 
Peruvians have, however, been in rather better request and a 
fairly good business is reported. 


Wool 


Bradford.—Owing to the grave position in Germany and 
the uncertainty as to how the wages dispute in the combing 
industry will develop, confidence is lacking. In spite of this 
feeling of anxiety, wool has been in good demand at the 
London sales and prices well maintained. 


Huddersfield—Trade conditions are still most depressed 
in both the worsted and woollen manufacturing industries. 
There appears to be an entire lack of confidence, and orders 
are very scarce. 
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Hawick.—Prices of wool are keeping fairly steady, but 
this being “‘ between seasons ” very few of the mills are busy. 
Most of the hosiery manufacturers are quiet, the fancy goods 
section being more than usually dull for the season, and dyers 
and spinners are also rather poorly employed. 


Other Textiles 


Belfast.—Very little flax is being offered and prices are 
firmly held with a strong advancing tendency. Yarn pro- 
duction is fully accounted for by manufacturers’ requirements, 
and the recent bulk sales on the Continent have strengthened 
the position generally. Cloth orders are well up to average for 
this time of year, the most satisfactory feature being the steady 
pressure for delivery of contracts. 


Dundee.—The Calcutta jute mills have failed to agree upon a 
measure of further curtailment, and this, with some anxiety in 
Calcutta as to the effect of the German crisis, has tended to 
depress prices. Locally there has been a little improvement in 
manufactured goods. 


Dunfermline.—More interest is being shown in the Fife- 
shire linen trade, but although flax rules at firmer levels, this 
has not increased the demand for linen goods, while the holiday 
season is also adversely affecting conditions. 


Clothing 

Leicester.—In the underwear departments, only a moderate 
amount of business is being done, nor are the future orders for 
autumn up to their usual standard. The knitted outerwear 
trade is a little more satisfactory for the time of the year. The 
imports of foreign stockings and hose during May further 
depressed the industry. 


Luton.—The autumn trade in ladies’ hats is commencing 
well and the change in fashion from toque to bowler shapes is 
rather better for the Luton trade. 





Leather and Boots 





Leicester.—Only moderate business has been done in home 
trade, and the export trade has been maintained on a low level. 
These conditions are attributed to the general depression. For 
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the coming autumn season, ladies’ shoes of the now popular 
sports are likely to predominate, the popularity of 
** hiking ”’ having done much to increase the demand for this 
type of footwear. 

Northampton.—Complaints of price-cutting are being heard, 
and it is said that Northampton productions are being copied, 
but with the introduction of inferior materials. The leather 
market is dull and producers are anxiously waiting to see whether 
German tanners will be compelled to turn stocks into cash owing 
to the present financial crisis. 

Walsall—There is no improvement to report in the 
tanning industry, and saddlers are experiencing the quietest 
time for the past six years. Business continues slack in the 
fancy leather trade, but on the other hand foreign orders for 
certain sports goods continue satisfactory. 


Shipping 

Hull.—With few orders and a plentiful supply of tonnage, 
rates remain low. 

Liverpool.—There has been no improvement in freights, 
but good cargoes are coming forward from the East and grain 
shipments from the Plate have been heavy. There are no signs 
of increased demand for tonnage. 

Newcastle-on-Tyne.—Chartering is steady without any 
improvement in rates, tonnage being freely offered. 

East of Scotland——Depressed conditions continue at the 
Forth ports, both as regards coal and general shipments, and 
if anything the position is worse than a month ago. 

Glasgow.—Chartering of tonnage to load coal at ports in 
Scotland was very restricted during the past month and came 
to a complete standstill when the negotiations for a settlement 
of the wages dispute in the coal industry reached a critical stage. 
The freight market was mainly nominal and rates were 
generally easy. 


Foodstuffs 


Liverpool.—Wheat prices have fallen during July to a new 
record low level. Free offerings from America, Russia, and 
Argentina, coupled with restrictions on imports into Conti- 
nental countries, have contributed to this depressed condition, 
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while reports of partial crop failure in some of the Canadian 
Provinces have had little effect on bearish sentiment. Large 
arrivals from the Argentine have depressed the price of maize. 
During the past month Continental bacon was in good demand 
at much advanced prices. American bacon proved steady with 
small enquiry, and hams remained firm at increased values. 
In the lard market there was little demand at steady prices. 
A continued good demand was found for butter at the low 
retail rates ruling; stocks were largely diminished, with 
prospects of dearer values in the autumn. There was an 
improvement in the cheese market, home supplies being con- 
siderably lighter than anticipated, and prices advanced. In the 
canned goods section reduced values brought on a slightly 
better demand for meats, while that for fruits was good at 
steady prices. 


Fishing 

Lowestoft.—Fish landings in Great Britain during June 
further decreased. The herring fishery in Scottish waters, 
intentionally delayed owing to the Continental outlook, opened 
inauspiciously, but the herrings were of excellent quality, and 
in Germany realised higher prices than had been anticipated. 


Scotland.—So far the results of the herring fishing have 
been very disappointing, but with limited supplies, prices 
——, have been good. The line fishing has been rather 

tter during the past month. 


Other Industries 


Chemicals.—A slight improvement in trade is reported, 
particularly in the essential oils and coal tar products markets, 
though as regards heavy chemicals sales are poor. 

Cutlery and Plate-——The acute depression in these in- 
dustries is still unrelieved. The summer demand has proved 
most disappointing and orders are limited to small quantities. 
The spoon and fork branch continues to make progress, as also 
does the safety razor blade section, particularly the better grades. 

Paper Making and Printing.—The advent of the holidays 
has accentuated the dullness in the Edinburgh paper-making 
trade. The continued absence of export orders is making itself 
severely felt, and the outlook for the next month or two is dull. 
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The pep branch is no better, and hopes are at present 
centred on the autumn publishing season. 


Pottery.—Business is disappointing and conditions are still 
depressed. A slightly better tone is noticeable for the future, 
however, amongst some of the manufacturers, although this 
period before the usual general holiday in August has not 
resulted in any material increase in orders. 

Timber.—The timber trade during the past month was 
quiet and there is still nothing moving in any quantity but 
building timbers and floorings. The heavy trades are still 
depressed and the casemakers are not buying. Prices are lower 
for all Finnish and Swedish goods, but the Russian price list is 
still maintained, with the result that considerable quantities are 
going into stock on arrival. 


Dominion Reports 
Australia 
From the National Bank of Australasia Limited 
Though the Melbourne Financial Plan has been well 
received and has had a strengthening effect upon public 
confidence, there is no improvement in the general trading 
ema Excessive rains in New South Wales and Victoria 
ve caused floods and soaked wheat fields, but a yield equal 
to the five years’ average is still looked for, while a larger wool 
clip and increased lamb export are expected. Imports have 
declined by £67 millions and exports by £25 millions. Retail 
prices are down by 14 per cent on the year. 


Canada 





From the Imperial Bank of Canada 


A slight improvement is disclosed in the trade statistics 
for June with increased activity in clothing and hardware in 
particular. Encouragement is to be derived from the fact that 
there has been a larger turnover of money in the Canadian 
Banks during the first six months of the current year, which 
indicates a steady growth of business activity as against declines 
in the first half of 1928 and 1929. Crop prospects for the most 
part are good, though further rains are needed in Southern 
Alberta and Saskatchewan, where damage from drought and 
winds has seriously jeopardized the possibility of an average 
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yield. Wheat has moved out of Canada in large quantities 
during recent months, exports for April and May being more 
than double those of the corresponding months of 1930. 


India 


ae ey that after a marked depression in cotton 
during the first half of June there was a sharp rally in price on 
rumours of a squeeze in Broach cotton and prices have since 
been maintained on the stren of President Hoover’s 
moratorium pro and the Prime Minister’s statement on 
Indian credit. ere has been a ready demand both from 
China and Japan, while local mills have been buying in fair 
quantity. The demand for British piece-goods has been 
negligible, though that for Japanese goods has been fairly 
active. The late arrival of the monsoon has adversely affected 
the offtake of both foreign and local stocks. 


Irish Free State 


Recent trade returns disclose declines in both imports and 
exports to the lowest figure yet recorded since the inception of 
the Free State, as well as an increase in the adverse trade ce, 
the total trade for the twelve months ended May 31st, 1931, 
being £94,336,000 as against {110,508,000 for the corresponding 
period of 1930. During the past month all branches of agri- 
culture have been considerably hampered by heavy rains, 
though livestock has made considerable improvement in 
condition. Trade in cattle at the fairs has been easy throughout 
the Free State owing to prohibitive orders as to the import and 
movement in Great Britain, but an early improvement is 
expected on the relaxation of these orders. 








Foreign Reports 


France 
From Lloyds & National Provincial Foreign Bank Limited 


Figures covering the first five and a half months of this 
year show a substantial falling off in receipts of all the principal 
French railway lines, amounting in all to a drop of 607,691,000 
francs as compared with the same period in 1930. Prices on 
the Stock Exchange rose rapidly on the United States Govern- 
ment’s war debt proposals and the volume of trading was the 
biggest recorded for a considerable time. There was also 
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active buying of French Rentes on indications that conversion 
operation would be postponed indefinitely. During the 
alarming developments in the financial position of Germany, 
markets generally have remained steadier than might have been 
expected. In spite of damage by storm in Burgundy, wine 
prospects appear to be unusually good, particularly as regards 
the quality of white wine. 

Bordeaux.—Weather has been favourable to the vines 
recently and, though the crop is expected to be small, the quality 
should be good. In the meantime business in the wine trade 
is slack. 

Le Havre.—Coffee prices have declined and very little 
business is doing, though statistics show that the world con- 
sumption has increased by one and a half million sacks during 
the past year. Cotton, after a substantial rise to Fcs. 351 on 
June 4th, has tended to recede, though it is not likely to fall 
back much further owing to the ravages of the boll-weevil and 
damage to crops by drought. 

Lille-—Business in the textile trade continues at a low ebb, 
there being a total lack of confidence in the market in spite of 
the fact that workers are returning to the mills after the recent 
strike. Prices are, however, slightly firmer. The jute market 
is bad and prices have been unaffected by news from India, 
revealing a crop of 6 million bales as against double that figure 
last year. Flax crops are good but hemp has been affected by 
drought. 

Roubaix.—The trade position is bad. The struggle 
between workmen and employers continues and though some 
mills have re-opened not more than 20 per cent of the workers 
have returned. Several firms have stopped payment and others 
are expected to follow suit. 

Marseilles—After months of weakness the oilseed market 
has improved and copra is firm, while olive oil is being withheld 
by purchasers who are awaiting higher prices which show signs 
of being reached. 


Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Brussels —In the iron and steel industry prices have 
hardened following a rise in the price of raw materials, and 
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there is an improvement in business in finished steel. Pig- 
iron is stationary and coal has fallen, while the glass industry 
is suffering from over production. In the textile trade, while 
there is some improvement, most works are still on short time. 
Stock markets have moved with the political situation. 


Germany 


The financial crisis and the stringent emergency measures 
taken to meet it have interfered seriously with commerce. No 
complete moratorium was ever declared, but following the 
suspension of the Danatbank, a two days’ bank holiday was 
— for July 14th and 15th, and after this withdrawals 

rom the banks were severely rationed. All Stock Exchanges were 
closed, and this immobolized outstanding bank loans to the 
Stock Exchange. The Reichsbank rediscount rate was raised 
from 7 to 10 per cent, and the “ Lombard ” rate on short loans 
against securities to 15 cent. Another decree has appointed 
the Reichsbank as a clearing house for foreign exchange, and 
has given it drastic powers to enable it to acquire foreign 
currencies or claims on foreign countries from their German 
holders. These measures were necessary if a currency break- 
down was to be avoided, but their bare recital illustrates their 


serious effect upon trade. 


Holland 


Business is largely at a standstill, pending a settlement of 
the German troubles, as a very large percentage of Dutch business 
is transacted with Germany. oney is abundant, but there is 
very little use for it at the moment. In the meantime the 
position of the Nederlandsche Bank has been considerably 
strengthened, the note issue being covered to more than 
60 per cent in gold and silver. 


Norway 

An interesting official report published during the past 
month discloses that the balance of external payments for 1930 
showed a deficit of Kr. 106 million, with receipts at Kr. 1,308 
and payments at Kr. 1,414 million, against a deficit of Kr. 51 
million in 1929. The net liabilities of Norway to foreign 
countries in 1930 rose by Kr. 123 million following on rises of 
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Kr. 42 and Kr. 200 million in 1929 and 1928 respectively. In 
view of the suspension of whaling for the forthcoming season 
and the continued labour difficulties, a further heavy decrease 
in receipts may be anticipated for the current year. The 
market for planed wood is exceedingly dull. 


Sweden 


General economic conditions show no sign of improvement. 
Falls in prices are affecting both export and home industries. 
Sales of timber for export are less than half the normal. The 
iron market is weak with prices unsteady and a sharp fall in 
pig-iron. A new agreement has been reached between 
Scandinavian countries and Central Europe restricting the out- 
put of pulp by 15 per cent, which means, owing to a similar 
existing restriction, that the production of cellulose will now 
be reduced by 30 per cent, or by about 950,000 tons. 


Denmark 


Exports of cattle have practically ceased, but the market 
in bacon has improved, the price having risen from Kr. 70 to 
Kr. 82 per 100 kilos. Exports of bacon for the first six months 
of this year are nearly 30 per cent higher than in 1930 at Kr. 178 
million. On the Stock Exchange bonds have been weak and 
there have been heavy falls in share prices all round. 


Switzerland 
From Lloyds & National Provincial Foreign Bank Limited 


Most industries report a falling off in business which is 
particularly marked in textile, watch and embroidery sections. 
Owing to the crises in Germany and Austria money has been 
flowing into Switzerland in large quantities during the past 
six weeks and is practically unusable even at the lowest rates. 





Spain 
The election results are generally considered satisfactory 
but the Bourse continues depressed owing to labour unrest 





‘and minor banking difficulties. The official rate of discount of 


the Bank of Spain has been raised to 6} per cent in the hope of 
checking the rapid increase in note circulation. Excessive rains, 
following a long period of drought, will cause the year’s harvest 
to be below average both in quality and quantity. 
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Morocco 


From the Bank of British West Africa Limited 


There has been a better demand for Manchester cotton 
goods during the month, though Japan completely holds the 
market in her own particular class of products. Exports of 
cereals have been brisk, especially in soft wheat to France 
where, up to a certain quota, it is received without the usual duty 
levied on foreign wheat. Still the limit of the quota having 
now been reached producers are still left with large stocks on 
their hands and, pending further negotiations, the price has 
fallen sharply. 


United States 


Markets quickly responded to Mr. Hoover’s moratorium 
proposals, and for a few days great optimism pervaded the 
commercial field. The delays that have followed have to a 
large extent destroyed this new confidence, and nervousness is 
again prevalent. e general level of business is still un- 
satisfactory, especially in the heavy industries. The number 
of blast furnaces in operation was reduced during June from 
105 to 94, and pig-iron output was only 1,638,627 tons, against 
1,867,107 tons in May. Steel ingot production also fell from 
2,505,485 to 2,075,910 tons, and lately the steel industry has 
a been working at 37 per cent of capacity. The acreage 
under cotton is estimated at 41,941,000 acres, or a 10 per cent 
reduction on last year. Heavy raw cotton shipments have 
lately been made to the Far East. 





South America 


Buenos Aires.—Exports for the first six months of this year 
reached 7,000,000 tons as against 5,000,000 tons for the 
corresponding period last year. Their value at $330,000,000 gold 
is, however, $20,000,000 less. 

Montevideo—The budget for the year is estimated to 
produce a deficit of $7,300,000, which will be met by increased 
customs duties and taxes. 


Bogota.—Agricultural prospects have improved with the 
recent rains and the cattle trade is reviving. 
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Banking 
1. BANK OF ENGLAND 
Issue Department. Banking Department. 
Date. Gold. Notes in | Reserve and | Bankers’ Govt. | Discounts 
circulation.| Proportion. | Deposits. | Securities. & Advances 

saan se —|—— +. | ———|- ati 

1930. £ mn. £ mn. £ mn. cent. £ mn. £ mn £ mn 
July 23 154-1 364-1 50-9 | 44-8 67-3 51-4 7-1 

1931. | 
{ay 1 163-3 357-4 67-0 46-2, 99-4 32-9 34-3 
uly 8 164-6 359-3 66-5 57-7 64-5 31-8 7-1 
July 15 164-0 358-9 66-3 57-2 66-4 30-0 7-4 
July 22 148-8 356-1 53-9 | 49-3 60-2 34°4 7-1 

2. TEN CLEARING BANKS 
De- = Accept- | Call : | Invest- | Ad- 

Date. posits. | ances. | Cash.° Money. Bills. ments. | vances. 

1930. mn. mn. | £ mn. mn. | £ mn. mn. {mn 
June seni” 1,829-4\ 130-0 251-2 145°7 273°3 | 248-0 977-1 
January... /1,873-3| 115-0 | 243-7 | 144-3 | 329-7 | 296-9 | 923-9 
February 1,819-6 | 121-4 233-7 115-9 | 301-2 309-4 | 924-9 
March | 1,763-9| 121-5 || 227-5 | 114-1 | 240-4 | 311-1 | 936-1 
April | 1,735-7| 115-3 | 224-3 117-0 | 211-0 | 308-5 | 940-3 
May : | 1737-8 | 114-2 | 223-0 | 131-5 | 224-0 | 290-0 | 934-6 
June 1,781-9 115-9 236-4 | 133-2 | 265-7 | 288-4 | 923-0 








Includes balances with other banks and cheques in 


| 
| 





course of collection. 


3. LLOYDS BANK, RATIO OF CURRENT ACCOUNT CREDIT 
BALANCES TO TOTAL DEPOSITS 
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Money, Exchanges and Public Finance 





1. 


LONDON AND NEW YORK MONEY RATES 



















































































LONDON. New Yor«. 
Date. 13 Months’ | Day-to- _Re- eligible Call 
|| discount day discount Bank ac- | Money. 
Rate. Loans. Rate. | ceptances. 
1930, Per cent. | Per cent. || Per cent. | Per cent. | Per cent. 
July 23 2ye | 1,—2 24 2 
1931, 
uly 1 1443-2 1 1} 1 li 
Jay 8 | 3 lk 1 lk 
uly 15 ap | 142 1} 1 1s 
July 22 ve | 1-2 lt | 1 1; 
FOREIGN EXCHANGES 
Seuten 1950. 1931. 
™ July 23.) July 1. | July 8. | July 15. | July 22. 
— — —— |, -— oe ee 
New York 866 4-8611 4-863 4-8613| 4-83} 4-84.°, 
Montreal . | $4-866 4-8518| 4-884) 4-8733| 4°86 4-86} 
Paris ... . Fr. 124-21 ||123-67 124-23 | 124-12 | 122-87 | 123-44 
Berlin . |Mk. 20-43 || 20-37} 20-50,5,; 20-51 22-50* 20-75* 
Amsterdam . . 12-11 || 12-09% 12-094 | 12-073 | 12-02 | 12-034 
Brussels | 35 —s|| 34-80 || 34-903 | 34-85) | 34-76 | 34-78} 
Milan 92-46 || 92-89 92-90 92-944 | 92-994 | 92-80 
Berne 25-224) 25-034 || 25-118 | 25-074 | 24-96) | 24-92 
Stockholm a 18-16 | 18-09} || 18-13} | 18-144 | 18-14} | 18-14 
Madrid a 25-224|| 42-423 50-35 51-15 50-973 | 52-60 
Vienna ce | 34-584)) 34-43} 34-60 34-623 34-65* 34-55 
Prague am 64-25 ||164,, 164,, 1643, 164} 163% 
Buenos Aires ‘“ -62d. || 40,5, 35,45 354%, 34 34555 
Rio de Janeiro of -89d. 53 334 3H 9 344 
Valparaiso “a 39:97 || 39-95 | 39°98 | 40-01 | 40-09 
Bombay = | | 1734 173 1733 1733 1743 
Hong Kong oo | 1534 12} 12% 12} 12+ 
Shanghai om | 18} 16 15. 15} | 15} 
| | 
* Nominal. 
3. PUBLIC REVENUE AND EXPENDITURE 
To To To 
Revenue. July 19, Expenditure. July 18, | July 19, 
1 1931. 1 
Income Tax ...| 28-4 | 31-5 || Nat. DebtService ...  ... | 119-8 | 118-7 
Sur-Tax... 12-6 11.1 Northern Ireland Payments... 1-5 1-4 
Estate Duties 22-9 27°1 Other Cons. Fund Services ... 0-7 1-0 
Stamps ... 3-1 4-5 || Supply Services ove +. | 123-3 | 121-6 
Customs 34-8 35-6 || Ordinary i «-- | 245-3 | 242-7 
Tax Reven 138.1 | 148-7 || Seif'Balancing Expenditure... | 19-2 | 21-3 
ax Revenue ... . : = re... | 19-2 . 
Non-Tax Revenue | 23-0 24-4 
Ordinary Revenue | 161-1 | 173-1 
Self-Balancing 
Revenue | 19.2 21.3 
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3. EXPORTS 
4. UNEMPLOYMENT 


Percentage of Insured Workers. 


ee 
OoOrTOHMuowrorono 


a 
§ 
a 
B 8 
5 ig 
5 & 
Q > 
= x 
ry Ps 
Pi 
s 
=< 
—_ 















































344 








Prices 
1. WHOLESALE PRICES (average for month) 
Index Number (1928-9 average = 100). 
Date. rh 
U.K. | U.S.A. | France. | Italy. | Germany. 
1930. Ff ' ee’ 
June ... eee woe ose 84-9 | 89°0 | 87-4 84-6 | 89-8 
1931. 
January one seh oo || 73-9 80-0 | 79-2 74-1 | 82-8 
February ove eee eee |} «= 725 78-4 78-9 73-3 82-2 
March eon oe oe 72-4 78-2 | 78-5 73-0 | 82-1 
April... 9. we we | 72D] B-G 78-8 72-4 | 81-9 
May ove «+ || 70-0 73-5 77-4 71-1 | 81-6 
June i 68-4 | 72-2 76-2 69-5 | 81-0 
ns ri PELs Sokencmed 7 a cos aiadieindaai 
June, Sthweek =» ss || 692 | 72-7 76-2 69°5 81-1 
July, lst week ove -» | 696 | 72-5 75-5 69°5 80-8 
July, 2nd week se || 68-9 | 71-9 75-6 69°1 80-9 
July, 3rd week woe oe || 68-7 | 71-6 -- 68-6 80-8 





Sources: U.K., “ Financial Times”; U.S.A., Irving Fisher; France, Statistique 
Générale ; Italy, Italian Chamber of Commerce ; Germany, Statistische, Reichsamt. 


2. RETAIL PRICES (end of month) 





] 
Fuel Other | All 
Date. Food. | oat. | Clothing. | and items | items 
rates). | | Light. | included. | included. 
amcsienihidiiaiaaininenin — Ss a a! eee 
1930. 
June... 41 53 | 110—115 | 70 75 55 
j | } 
1931. | 
January 36 54 | 100—105 | 75 75 52 
February 4 54 | 100 75 75 50 
March ... 29 54 | 100 75 75 47 
April 29 54 95—100 | 75 75 47 
May 27 54 95 70 75 45 
June 30 54 95 70 75 47 





The figures represent the percentage increase above July, 1914, which i is s equal to 100. 
_ 3. COMMODITY PRICES (average for hn 








Wheat, | 








No. 1 Cotton, Wool, | Pig-Iron, Tin, Rubber, 
Date. N. | American 64's | | Cleveland | Standard | Plantation 
Manitoba. meses | tops avge. | No. sal Cash. Sheet. 
1930. Per ar. Per lb. | Per Ib. ‘Per ton.  Perton. | Per Ib. 
s. d. d. d. d. 
June eee eon 43 6 7°93 | 2 67 6 1363 6} 
1931. 
January 26 6 5-42 213 59 6 1153 | 4 
February 28 0 | 5:86 | 22 56) 18 | 3 
March ... 7 7 5-99 254 58 6 121} 3% 
April . 28 0 5-68 | 248 58 6 1124 34 
May 28 2 5-16 | 234 58 6 1043 3 
June 27 1 4-80 21; 58 6 105 3 
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Extensive service... 
world-wide 


connections 





LLOYDS BANK provides for business houses the support 
of a financial organization of world-wide scope — adaptable, 
yet supremely stable ; conservative, yet always sympathetic 
to rational development. For personal accounts it offers cus- 


tomers a traditionally courteous, careful and helpful service. 


LLOYDS BANK LIMITED 
Head Office: 71 Lombard Street, London, E.C.3 


Trustee Department : 
39 Threadneedle Street, E.C.2 


Colonial and Foreign Department : Eastern Department: 
80 Gracechurch Street, E.C.3 39 Threadneedle Street, E.C.2 


MORE THAN 1900 OFFICES IN ENGLAND AND WALES 
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